Introduction
A large share of workers in developing countries are part of the "informal" economywhether that is measured in terms of tax evasion, self-employment, employment in small firms, or firm registration (LaPorta and Shleifer, 2008; Tybout, 2000) . The prevalence of informality presents a concern for a variety of reasons, including the fact that workers in the informal sector are often subject to poor working conditions, and receive few of the benefits that are available to formal workers such as written contracts or paid leave.
Cross-country comparisons suggest that informality and per-capita income are negatively correlated -that is, richer countries tend to have much lower shares of selfemployment and tax evasion, and higher shares of registered firms (LaPorta and Shleifer, 2008) . One common interpretation of this negative correlation has been that as economies grow, the share of informality will fall, as more entrepreneurs find it worthwhile to take advantage of the benefits of formality, such as access to formal financing and infrastructure. 2 Despite the strong, negative relationship between income and informality on a cross-country basis, a number of individual countries have experienced strong growth in recent years, with little change in the overall share of informal employment (ILO, 2014) . 
Figure 1. Formal Employment and Per-Capita GDP in Bangladesh
Source: Share of formal employment based on authors' calculations using Labour Force Survey (LFS) data. GDP from World Bank Databank.
To the extent that informality may continue to be prevalent in developing countries like Bangladesh for a substantial period of time, it is important to examine whether it may be possible to extend certain benefits of formal employment to employees in the informal sector, in order to enhance their quality of employment. While many employment protections, such as basic occupational safety or paid leave, are supposed to apply to all workers, in reality such protections are more likely to be enforced in larger, formal firms, and government agencies may not have sufficient resources to extend enforcement efforts to numerous, small firms. Moreover, attempting to extend additional formal protections -or to enforce all existing protections -in the informal sector may encourage informal firms to move even further into the shadows. Thus, an important question that can help policymakers to focus on specific areas that are most critical is which aspects of formality workers value most. 
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In this paper, we use a choice experiment to elicit workers' preferences for specific benefits associated with formal employment. In the choice experiment, each worker was presented with two different jobs, which differed in terms of five attributes: a written contract, termination notice, paid leave, working hours, and access to a retirement fund. The worker was also told the monthly income that would be associated with each job. 3 The worker was then asked to decide which job he or she would select, if given an opportunity to choose between the two alternatives. We used the tradeoffs between monthly income and each of the other attributes to estimate the willingness to pay (WTP) for that particular attribute (i.e., job benefit).
A key contribution of our work is that it is one of only a handful of choice experiments that examine preferences for job attributes. Such stated preference methods have been used extensively in the marketing, environmental, health and transportation literature; however, while there are a few papers that use choice experiments to elicit preferences for job attributes (Ubach et al. 2003 , Scott et al. 2004 , these are generally limited to specific health care occupations. Our work enables us to elicit preferences for job benefits from a wide range of workers, thus allowing us to examine the extent to which preferences for specific attributes differ by individual characteristics and type of current employment.
Although incentive compatibility might be a concern when using stated preference methods, such methods can help to overcome a critical challenge that arises when using revealed preference methods to estimate willingness-to-pay for job attributes:
namely, unobserved heterogeneity among workers means that workers with greater 5 abilities are usually observed in jobs with higher pay as well as better benefits, thus biasing hedonic estimates (Hwang et al., 1992) . Some studies have attempted to overcome these difficulties using panel data, with mixed results (Brown 1980, Duncan and Holmlund 1983) . Another approach adopted to overcome this challenge is to use information on job duration -namely, to estimate preferences for specific job benefits by examining whether workers stay longer in jobs with those benefits (Gronberg and Dahlquist 1994) . However, it is not clear that duration models solve the key problem of unobserved heterogeneity; an important identifying assumption is that the involuntary separation rate is the same across jobs with different benefits. The benefit of a choice experiment is that it can create a hypothetical tradeoff between job benefits and wages, thus allowing us to estimate willingness to pay for a particular benefit type.
Our study also contributes to the growing body of literature on informality. As noted above, there is a disconnect between the cross-country relationship between informality and income, and the experiences of specific countries that have experienced growth without a concurrent reduction in informality. At the micro-level, a number of studies have sought to understand why certain firms operate formally or informally, and what factors might encourage firms to formalize (see, among others, de Mel et al. 2011 , De Soto 1989 , Straub 2005 . Our work adds to this strand of literature by considering informality and formality not as a firm-level dichotomy based on whether or not the firm is registered, but rather as a continuum from the worker's perspective, in terms of the types of employment benefits he or she receives.
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The rest of this paper is organized as follows. Section 2 provides a brief overview of the survey methods, while Section 3 describes the choice experiment design. Section 4 presents results, and Section 5 concludes.
Survey Methods
We conducted a survey of approximately 2,000 workers in the two major administrative divisions of Bangladesh. 4 We used a two-stage sampling design to select workers to interview in four districts: Dhaka, Gazipur, and Narayanganj districts in the Dhaka metropolitan area, and Chittagong district in the Chittagong metropolitan area. As we were unable to obtain a recent sampling frame for households, we began with a list of the number of households in each of 1,971 mouzas (the lowest administrative level at which national surveys are conducted in Bangladesh and for which such data were available) in the four targeted districts. Thus we used the mouza as our primary sampling unit (PSU) and selected 80 mouzas with probability proportional to size (PPS) where size was the number of households. 
Choice Experiment Design

Random Utility Model
We can model an individual's choice among alternatives in terms of a random utility approach (McFadden, 1974) , in which utility is consists of both observable and unobservable (stochastic) components. Suppose that the utility an individual receives unsuccessful, the enumerator would select the household next door to that one. If the second replacement was also unsuccessful, the enumerator would go on to the next original household (i.e., 10 th household). 7 These were: all employment type cells for women, and seasonal worker, domestic servant, and apprentice/intern/trainee employment type cells for men.
8 from a particular alternative j depends on the attributes x j associated with that alternative.
In the case of a choice between two alternative jobs, the individual also faces the monthly income w j associated with each job:
Utility-maximizing behavior is modeled as deterministic from the individual's point of view, but includes a stochastic term ε j that reflects individual characteristics that are unobserved by the researcher. Each individual chooses the alternative that provides the maximum utility, and the probability that the individual selects alternative i from choice set C is given by:
,-. / = ,-0 1 > 0 3 = Pr 6 1 + 7 1 > 6 3 + 7 3 = Pr 6 1 − 6 3 > 7 3 − 7 1 , ∀: ∈ / Assuming a linear-in-parameters utility function, and a Type 1 extreme value distribution for the unobserved errors, yields a conditional logit model and allows us to write the probability of choosing alternative i from choice set C in terms of the k=1,…,l attributes x k and monthly income w:
The parameters β k can then be estimated using a standard maximum likelihood
where y jn is equal to 1 if the respondent selects alternative j, 0 otherwise. The conditional logit model rests on a number of critical assumptions, including that the relative probability of choosing between any two alternatives does not depend on any other alternatives (independence from irrelevant alternatives, IIA), and that the unobserved errors are not correlated over time.
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To mitigate these challenges, we also estimated a latent class model, which assumes that the coefficients β vary across classes of individuals. It thus assumes that IIA holds within classes, but not across classes. The probability of observing a sequence of choices by individual n in class c is:
where H nc indicates the class share and is given by:
Once the parameters have been estimated, the ratio between the parameter estimates for any two attributes k and m yields the marginal rate of substitution (MRS) between them. Since one of the attributes is monthly income, the marginal value of any other attribute can be estimated by taking the ratio of the parameter on that coefficient β k and the parameter on income β w :
Selection of Attributes and Levels
In the choice experiment, we told respondents that we would present them with two hypothetical employment opportunities, each with different levels of the following attributes: a written contract, termination notice, paid leave, working hours, a retirement fund (Provident Fund), and monthly income. We asked them to assume that all other attributes not presented in the scenario were identical between the two jobs. The 10 alternatives were unlabeled; that is, we did not identify jobs as "formal" or "informal", as doing so may have caused respondents to make assumptions about other aspects associated with the jobs, rather than focusing on the attributes listed above. The respondents were then asked to indicate which of the two jobs they would select if given a choice. Table 1 shows an example of a choice set. This could reflect a real-world situation in which a worker has to choose between two different job offers. Job A offers a 6-month written contract, 15 days of termination notice, working hours in the range of 30-45 hours / week, and 14 days of paid leave, but no Provident Fund. The respondent is told that Job A would pay a monthly salary 20% above his or her current monthly income. Job B offers the same attributes in terms of termination notice, paid leave, and Provident Fund.
However, this job offers a longer contract (1 year), longer working hours (45-60/week), and lower income (10% increase over current income). The full set of attributes and levels that we included is shown in Table 2 . The specific attributes and their levels were refined through a series of focus groups and a pilot survey. Since our survey included respondents who were self-employed or working for family businesses, and also included respondents with a wide range of current incomes, we framed the monetary variable relative to current monthly income, rather than a fixed wage. In addition, the levels for income included only increases rather than decreases because based on our focus groups, we found that offering a lower income was likely to result in immediate rejection of the choice scenario. To make the options more realistic, access to a Provident Fund only offered for jobs that also included permanent contracts. Same as now 10% increase over current income 20% increase over current income 30% increase over current income 40% increase over current income 50% increase over current income
The experimental design involves creating the choice sets in an efficient way by combining attribute levels into alternatives to create choice sets. We designed the specific choices offered to respondents in order to allow identification of all main effects using an efficient design in Choice Metrics (NGene). The attributes were combined to create 48 choice sets in 8 blocks, each with 6 choice situations. To mitigate fatigue and cognitive burden, each respondent was presented with one block of 6 choice sets. The choice sets were randomly assigned to respondents to rule out the possibility of any ordering effects on choices.
Appendix A contains the portion of the survey instrument that included the choice questions. In Panel (c), we show some basic summary statistics for the types of benefits reported by workers in their current jobs. We only report benefits for wage workers (that is, we exclude workers who are self-employed or are family members working in household businesses). We also group workers into three categories: government employees (including workers in government and semi-government entities), private employees (paid employees in private entities), and casual workers (apprentices, seasonal workers, day laborers/casual workers, and domestic workers in private households).
Results
Respondent Demographics
As we would expect, benefits were most prevalent among government employees.
Written contracts, sick leave, casual leave (that is, paid vacation), maternity leave (for women), and access to a Provident Fund were nearly ubiquitous among government workers. About 75 percent of all respondents reported that they would receive termination notice if they were let go from their jobs.
Private sector employees were also more likely to receive benefits than casual workers, with 25 percent reporting written contracts, and another 48 percent reporting verbal contracts. Sick leave, casual leave, and maternity leave were also fairly common.
Termination notice was less common, only being reported by 45 percent of workers, and only around 12 percent reported having access to a Provident Fund.
Not surprisingly almost none of the casual workers reported written contracts, but half did report verbal contracts, and over 60 percent reported sick leave. Casual leave was only reported by about 25 percent of casual workers; similarly, only about 25 percent of 14 female casual workers reported that they would have access to maternity leave if needed.
Nearly 15 percent of casual workers reported that they would receive termination notice if they were let go from their jobs; most of these were domestic workers.
In Panel (d), we report the 25 th , 50 th , and 75 th percentiles of monthly income reported by individuals. 9 We break out wage workers into the three categories discussed above, and non-wage workers into three additional categories: self-employed workers who either do not have any employees or only have family employees, self-employed workers who have at least one non-family employee, and family members working in household businesses.
As we would expect, median monthly income is highest for government workers, at about 25,000 Taka. Interestingly, self-employed workers report the next highest monthly income, with those who have non-family employees reporting about 20,000
Taka, and those who do not reporting about 15,000 Taka. 10 Private employees report a median monthly income of 9,500 Taka, while casual and family workers report only 7,500 Taka. We also show estimated hourly earnings, which are calculated by dividing monthly earnings by estimated number of hours worked in a month. The ranking of income estimates remains largely stable, although family workers have a higher median hourly income than casual workers.
9 Most individuals provided an estimate of their monthly income; among the 69 individuals who did not, 57 selected a range into which their monthly income fell. For these 57 individuals, we assumed that their income was equal to the median amount in the selected range. 10 As a comparison, the World Bank estimates that annual per-capita income in Bangladesh was about $1,212 USD (97,600 Taka) in 2015, or about $101 USD (8,100 Taka) per month. Note: Summary statistics for individuals in survey. Sampling weights are applied. In Panel ©, we only include wage workers who were able to provide an answer; maternity leave is limited to women who were able to provide an answer. In Panel (d), if respondents did not provide an exact monthly income, but did indicate the bin into which their income fell, we used the median value from the bin for their income.
Choice experiment tradeoffs
The attributes and levels were developed with the aim of asking individuals to make relatively difficult tradeoffs. Figure 2 shows the empirical CDF of these minima. In general, it appears that there was a substantial amount of heterogeneity in choices, with many scenarios in which about one-third of respondents selected one job but the other twothirds selected the other.
We included three scenarios in which one of the alternatives was strictly dominated. These three scenarios appear as triangles, and are all in the left tail of the CDF -in other words, the strictly dominated jobs were selected by very few individuals, far fewer than typically selected one of the jobs that was not strictly dominated. This evidence suggests that individuals understood the choice scenarios and made choices in a coherent manner. In Column (4), we enter notice, work hours, and leave linearly (where hours are set equal to the median number in each bin). Column (5), like Column (3), excludes those with zero reported income from their current jobs, using the linear specification of Column (4). In Column (6), we re-estimate the model in Column (5), without applying sampling weights, and confirm that results are similar.
All of the coefficients are highly significant across specifications, and the signs of the coefficients are consistent with economic theory. Longer contracts are valued more highly, as are longer durations of termination notice and greater amounts of paid leave.
Respondents prefer fewer working hours (conditional on receiving the same income), and prefer having a Provident Fund. The coefficients on greater monthly income are also positive, as we would expect. In Table 5 , we use the coefficients from Column (4) of Table 4 to calculate the marginal value of each attribute (i.e. the marginal rate of substitution between the attribute and a one percent change in income, which is calculated by dividing the coefficient on each attribute by the coefficient on the percent change in income). The results suggest that the average worker would be willing to give up 19 percent of monthly income for a 6-month contract (relative to no contract). This amount rises to 27 percent for a 1-year contract and 44 percent for a long-term contract. Workers' preferences for job stability are also illustrated by the marginal value of termination notice. Since we modeled notice in terms of number of days, the value in Column (2) of Table 5 
Exploring heterogeneity in preferences
While the conditional logit analysis can shed light on overall preferences for attributes, it has several key drawbacks. First, the analysis above assumes that preferences for specific attributes are the same across all individuals. Second, the conditional logit framework assumes an independence of irrelevant alternatives (IIA).
We performed several extensions to address these concerns. First, we examined whether the valuation of benefits differed by gender or education level of the worker. To do so, we interacted each attribute with a dummy equal to one for a female worker.
Separately, we also interacted each attribute with a dummy equal to one for workers who had at least some secondary level education. The WTP for each attribute for women is calculated by summing the coefficients on the baseline attribute plus the interaction term (attribute x female dummy), and dividing by the sum of the coefficient on salary in the baseline plus the interaction term (salary x female dummy). A similar calculation is used for those with at least some secondary education. Table 6 shows the coefficients and marginal values of each attribute (relative to a percent change in income) across these different groups. Columns (1) and (2) show the baseline coefficient (for men) and the related WTP. Column (3) shows the interaction terms for women, while Column (4) shows the estimated WTP for women. Women appear to place a somewhat smaller value on relatively long contracts and on access to a Provident Fund. Their WTP for shorter hours is almost twice the magnitude as for mento work 10 fewer hours in a week, for example, men would be willing to give up 3.8 percent of monthly income, whereas women would be willing to give up 6.2 percent.
Columns (5) through (8) show results by education level, and suggest that contracts are substantially more highly valued by those with higher levels of education.
The WTP for the other attributes is fairly similar between those with and without at least some secondary education.
Similarly, Table 7 shows the coefficients and WTP of each type of benefit for private employees. It also shows the interaction terms and WTP for government employees, casual workers and the self-employed (including family members).
Government employees place a much higher value on long-term contracts than do other types of employees. The interaction terms on 1-year and long-term contracts are negative and significant for the self-employed; however, the interaction term on salary is also negative, so the overall WTP for contracts is only slightly lower among the selfemployed than among private employees. (1) and (5) show the baseline coefficients for men and for workers with less a primary or lower education, while Columns (3) and (7) show interactions for women and for workers with a secondary or higher education, respectively. The WTP for each attribute for women is calculated by summing the coefficients on that attribute in Columns (1) and (3), respectively, and dividing by the sum of the coefficients on salary in Columns (1) and (3). A similar calculation is used for those with a secondary or higher education level. Omitted level for contract is none. Omitted level for Provident Fund is none. Standard errors are clustered at the employee level. *, ** and *** represent statistical significance at the 10%, 5% and 1% levels, respectively. (3), (5) and (7) show interactions for government employees, casual workers, and self-employed workers, respectively. The WTP for each attribute for government employees is calculated by summing the coefficients on that attribute in Columns (1) and (3), respectively, and dividing by the sum of the coefficients on salary in Columns (1) and (3). A similar calculation is used for casual workers and self-employed. Omitted level for contract is none. Omitted level for Provident Fund is none. Standard errors are clustered at the employee level. *, ** and *** represent statistical significance at the 10%, 5% and 1% levels, respectively.
We also estimated a latent class model with three classes.
12 Sampling weights are not applied in this case. We used gender, age, education, and the size of the enterprise in which the individual was working at the time of the survey, in estimating class membership. Table 8 shows the share equation results. Class 3 is the omitted class; education levels, as well as enterprise size, play a role in determining class membership. How well does the latent class model explain observed choices? We assign each worker to the class to which he or she has the highest probability of belonging. We then predict the unconditional probability of the worker making each observed choice, as well as the conditional probability of the worker making each observed choice, given that he or she is in the assigned class.
Since there are two alternatives per choice occasion, random choice would mean that the unconditional probability would be 0.5. We find that the average, unconditional probabilities range from 0.56 to 0.6, and that the average, conditional probabilities range from 0.66 to 0.78, suggesting that the latent class model has substantial predictive power. 74 Column (1) shows the number of workers assigned to each class in the latent class model, based on the class to which the worker has the highest probability of belonging. Column (2) shows the number of choice occasions observed for workers in each class. Column (3) shows the unconditional probability of observing each sequence of choices, while Column (4) shows the conditional probability of observing each sequence of choices, conditional on being assigned to the class. Table 10 shows results from the latent class model. Columns (1), (3) and (5) show the coefficients on each attribute for the three classes, while Columns (2), (4) and (6) show the associated, average WTP for workers in each class. The last row of the table shows the number of workers assigned to that class based on having the highest probability of belonging to that class. Nearly half of the workers in the sample are in 28 Class 3, while another one-third are in Class 1, and the remaining 18 percent are in Class 2.
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Class 2 is characterized by a particularly high WTP for contracts. Compared with workers in the most common class (Class 3), Class 2 workers also have a somewhat higher valuation of access to a Provident Fund. The coefficient on leave for these workers is not significantly different from zero, suggesting that they do not place a high value on paid vacation.
Workers assigned to Class 1 also have a higher WTP for contracts than workers in Class 3. Although the coefficients on contracts for Class 1 workers are not always larger than the coefficients for Class 3 workers, the coefficient on salary is substantially smaller, indicating that Class 1 workers are less sensitive to increases in salary. They also value termination notice and access to a Provident Fund more highly than workers in Classes 2 and 3, and are more averse to working longer hours. Results from a latent class analysis. Sampling weights are not applied. Omitted level for contract is none. Omitted level for Provident Fund is none. *, ** and *** represent statistical significance at the 10%, 5% and 1% levels, respectively.
In Figures 3 and 4 , we explore whether class assignment is associated with gender or employment type. Figure 3 shows that women are approximately as likely as men to be in Class 3, but are somewhat less likely to be assigned to Class 2 (characterized by a very strong preference for contracts) than men. They are more likely to be in Class 1 (with a 30 stronger preference for a number of benefits -including contracts -than those in Class 3, as well as an aversion to longer working hours). 
Conclusion
What specific aspects of formal jobs do workers value the most? In this paper, we used a choice experiment to elicit workers' WTP for contracts, termination notice, paid leave, preferred working hours, and access to a retirement account. Our results suggest that among these attributes, workers most value job stability -that is, the guarantee of longer-term employment ensured by a contract. Our baseline results show that the average worker would be willing to give up 19 percent of monthly income for a 6-month contract, 27 percent for a 1-year contract and 44 percent for a permanent contract (relative to no contract). Thirty days' of termination notice would also be valued at about 12 percent of monthly income.
These averages mask substantial heterogeneity among workers. Using a latent class model, we find that government workers are more likely to place a higher value on long-term contracts than private sector employees. Casual workers are substantially more likely than private employees to have a particularly strong preference for higher salary, and a relatively low WTP for various benefits. These findings may suggest sorting in the labor market -that is, employees with stronger preferences for certain types of benefits are more likely to take jobs that offer those benefits. They may also, however, point to loss aversion -workers who are in jobs that have certain types of benefits may seek to avoid losing those benefits.
This study also lends support to the use of choice experiments to overcome the challenge of estimating WTP for specific job benefits from hedonic wage regressions or from observed job durations. The results from the choice experiment are consistent with economic theory, and the use of a stated preference method allows us to gauge the valuation of specific attributes by a wide range of workers -including casual workers and the self-employed, who may never have received some of those benefits. Despite the heterogeneity in observed preferences, we find a substantial amount of WTP for contracts and termination notice among all of the groups of workers we examine. To the extent that the capacity for enforcement of existing labor regulations is limited, it may therefore be valuable for policymakers to focus on aspects that improve job stability.
